nationalgrid

Laura S. Olton
General Counsel
Ocean State Division

May 31, 2006
VIA HAND DELIVERY & ELECTRONIC MAIL

Luly E. Massaro, Division Clerk

RI Division of Public Utilities & Carriers
89 Jefferson Boulevard

Warwick, Rl 02888

RE: Docket D-06-13 - Joint Petition of The Narragansett Electric Company and
Southern Union Company for Approval of Purchase and Sale of Assets
Response to the George Wiley Center Motion to Compel

Dear Ms. Massaro:

The following letter responds to the Motion of the George Wiley Center (“Wiley Center”)
to Compel Answers to Data Requests No. 1-3, 1-4, 1-5, 1-6, 1-7, 1-8, and 1-10. The Narragansett
Electric Company, d/b/a National Grid (“National Grid” or the “Company”) received the Wiley
Center’s motion at 3:50 pm today, May 31, 2006. Since the discovery conference is scheduled for
tomorrow morning and the Wiley Center motion will likely be addressed, National Grid provides
this letter response.

At the outset it should be noted that the Wiley Center’s motion to compel is misplaced. The
Company answered every single data request posed by the Wiley Center except for question 1-8,
which sought the Company’s view regarding legislation pending in the General Assembly.

The Wiley Center has moved to compel answers on 1-3, 1-4, 1-5, 1-6, 1-7, 1-8, and 1-10.
Each of these will be addressed below in the order identified by the Wiley Center’s motion.
Specifically, these data requests relate primarily to termination of service and rate design for low
income customers.

A. Data Requests Relating to Termination of Service Issues.

1-3 Whether the Company will Terminate Service as It Does in New York

In data request 1-1, the Wiley Center asked the Company how it handles termination issues
for gas and electric service in New York, where gas and electric billing is consolidated. The Wiley
Center then asked question 1-3 regarding how the issues identified in 1-1 for New York would be
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handled in Rhode Island. The Company referred back to an answer it already had given on the
subject to the Division. Specifically, the Company has no plans to terminate electric service due to
arrearages on gas bills at this time. However, the Company stated that it expected to take up issues
of termination of service before the Commission when it files a new rate plan.

The Company has answered the question. There is nothing for the Division to compel.
Prior to the time that a new rate plan is put in place, the Company will not change current practices.
If this was not clear, the Company would be happy to clarify its response. However, the issue of
rules pertaining to the termination of service is squarely within the jurisdiction of the Public
Utilities Commission (“Commission”), and not the Division. (See, e.g., Commission’s Rules and
Regulations Governing the Termination of Residential Electric, Gas and Water Utility Service,
effective May 1, 2002). The Division does not have the authority to condition approval of the
merger by denying the Company’s right to propose a different collection practice to the
Commission at a later date. If the Company made such a proposal in a Commission proceeding,
the Wiley Center could participate at that time and raise any objections or concerns in that forum.
The current Division proceeding is not the proper forum for addressing this issue.

Further, while the Company did not cross-reference its response to Division 2-2, that
response also sheds light on the matter. The Company’s current billing system cannot bill both
electric and gas service. In the future, it may be able to do so; however, it cannot do so now or
within the next year. Thus, even if the Company wanted to terminate service based on arrearages
for gas or electric service, the Company would not be able to do so until a new CSS system is put
in place.

In short, the Company has answered data request 1-3 and there is nothing to compel.

1-7  Whether the Company will eschew terminations during the winter months for gas and
electric customers.

Like question 1-3, the Company has answered the question and there is nothing to compel.
Specifically, the Company stated that it had no plans at this time to change existing policies
regarding termination of electric service during the winter moratorium. The Company also has not
made any decision about whether it will continue the New England Gas Company current practice.
The Company also stated that, if there was a change, it would act consistent with Commission
regulations.

1-8  Will the Company support the policy reflected in pending legislation.
This is the only question to which the Company did not respond, and there is a valid basis

for not doing so. The Company’s position on pending legislation regarding terminations that is not
yet law, and may never become law, is simply not relevant to these acquisition proceedings. It is
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not appropriate to engage in a legislative policy debate in these proceedings. The data request was
not appropriate and the motion to compel on this data request must be denied.

B. Data Requests Related to Low Income Rates

1-4 Whether the Company will Propose a Low Income Discount Rate

The Wiley Center asked the Company if it will propose a low income discount rate. This
IS not a question relating to total cost of service or total revenue requirement. It is peculiarly a
question about rate design. The Company answered the question, stating:

“The Company has made no decision regarding rates charged to low income gas
customers. The Company proposes to file a comprehensive rate plan within six months of
the approval of the merger between National Grid and New England Gas Company. (See
the testimony of Ronald T. Gerwatowski, page 24.) It is anticipated that issues related to
rates, including any low income programs, policies and discounts (if any), will be addressed
in the context of that proceeding.”

As such, the Company answered the question. The Company has made no decision and
there is nothing for the Division to compel. In the meantime, the Company has agreed to honor the
terms of New England Gas Company’s existing rate plan agreement that provides benefits to low
income customers.

Further, the Wiley Center implies that, if a discount rate is not offered, that somehow this
would be grounds to deny the petition as not being in the public interest. This position cannot be
sustained. There is wide public disagreement about whether low income customers should be
subsidized by other customers. The Company is not offering a position here, but simply notes that
this issue is squarely within the jurisdiction of the Commission in its ratemaking function. See,
e.qg.,, R.I.G.L. 88 39-1-3, 39-3-11. It is beyond the power, authority, and jurisdiction of the
Division to condition the merger on a discount plan being offered to low income customers. This
would usurp the Commission’s ratemaking authority. Thus, the Wiley Center’s motion to compel
must be denied.

1-5 Does the Company plan to keep the existing low income plan in place.

The Company has also answered this question. Prior to the approval of a new rate plan, the
Company has no intention of changing the current program. In fact, the Company’s petition
represents that it will honor New England Gas Company’s existing rate plan agreement, which
contains the low income plan referenced in the data request.
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As with the other answers, there is nothing to compel. Similarly, the subject of how the
Company’s rates will be designed for low income customers in the next rate plan is not within the
jurisdiction of the Division. It is a matter under the authority of the Commission.

1-6 Whether the Company is willing to reduce the percentage of arrearage payment.

The Company answered this question as well. Prior to the approval of a new rate plan, the
Company has no intention of changing current practices. Again, there is nothing to compel.

Like some of the other questions, it appears that an answer of “no” would have satisfied the
Wiley Center’s procedural problem. At this point, however, the Company is not willing to rule out
the possibility of changing practices or negotiating new ways of handling arrears. Further, even if
the answer was “no”, it would provide no basis for the Division to place conditions on the
acquisition or deny it outright. Like the other issues, the rules regarding the Company’s practices
are under the jurisdiction of the Commission. The motion to compel relating to this question also
must be denied.

1-10 Questions about the Company’s Return on Equity

This question, like the other rate questions, was answered. In fact, the motion to compel is
not clear about what the Wiley Center seeks with respect to this data response. There is no basis to
grant a motion to compel relating to this data request.

Conclusion

It appears that the Wiley Center is concerned that it does not know whether the termination
of service practices will change as a result of the acquisition, or whether rates applicable to low
income customers will be designed with more subsidies than currently exist in gas rates. While
National Grid understands that these are issues that have always been important to the Wiley
Center, they are not appropriately litigated in this proceeding. Both termination of service rules
and rate design issues for low income customers are under the exclusive jurisdiction of the
Commission. The Division cannot usurp that authority from the Commission by conditioning
approval of this petition on more lenient termination of service rules than what the Commission, in
the exercise of its authority, may allow. Similarly, the Division cannot condition the petition on
National Grid providing deeper subsidized low income rates. Again, these are policy questions
peculiarly within the jurisdiction of the Commission.

The Wiley Center is not left without a forum on these issues. If, and when, the Commission
addresses these issues, the Wiley Center will have standing to intervene and assert its positions.
But the Division does not have the authority to step into the area of regulation left for the
Commission.
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Regarding the data requests themselves, the Company provided an answer in each and
every case but one. And the one which the Company did not answer contained a valid objection.
In sum, there is absolutely nothing that the Division can lawfully “compel” National Grid to do
beyond the answers already provided.

For all the reasons described above, National Grid respectfully requests that the Division
deny the Wiley Center’s motion to compel.

Very truly yours,

Jauna G ot

Laura S. Olton
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